Editorial by Richardson, A. P.
Journal of Accountancy 
Volume 54 Issue 2 Article 1 
8-1932 
Editorial 
A. P. Richardson 
Follow this and additional works at: https://egrove.olemiss.edu/jofa 
 Part of the Accounting Commons 
Recommended Citation 
Richardson, A. P. (1932) "Editorial," Journal of Accountancy: Vol. 54 : Iss. 2 , Article 1. 
Available at: https://egrove.olemiss.edu/jofa/vol54/iss2/1 
This Article is brought to you for free and open access by the Archival Digital Accounting Collection at eGrove. It 
has been accepted for inclusion in Journal of Accountancy by an authorized editor of eGrove. For more information, 
please contact egrove@olemiss.edu. 
The Journal of Accountancy
Official Organ of the American Institute of Accountants
A. P. Richardson, Editor
[Opinions expressed in THE JOURNAL OF ACCOUNTANCY are not necessarily en­
dorsed by the publishers nor by the American Institute of Accountants. Articles are 
chosen for their general interest, but beliefs and conclusions are often merely those of 
individual authors.]
Vol. 54 August, 1932 No. 2
EDITORIAL
In the wake of every depression follows 
the irksome necessity of increased taxa­
tion. Somehow the revenues of gov­
ernment, partly shut off from their original sources, must be 
augmented, or, failing that, there must be an unbalanced budget 
and consequent financial chaos. The United States of America
The Little Foxes That 
Spoil the Grapes
was almost the last of the important civilized powers to feel the 
sharp pangs of a world-wide famine—but that does not make the 
acuteness of the pain any the less. So we have come into the 
time of paying, and we must pay upon a host of things that we 
have long regarded, or perhaps always regarded, as not the kind of 
things upon which taxation could be based. In a word, we are 
confronted by a schedule of little taxes which will annoy and 
pester us probably for some years to come. The greater taxes we 
face with set teeth, but the picayune assessments which are laid 
upon us are certain to make us restive and restless unless we bring 
to bear a great deal more of philosophy than most of us have been 
in the habit of exercising. Accountants are given, above all men, 
to consideration of what might be called the detail of economy. 
They are so closely in touch with the intimate affairs of many 
businesses that they are overscrupulous at times in their atten­
tion to small matters. In the present case there may be a strong 
temptation to point out to clients ways which will save little 
amounts of money, as well as some important methods of avoiding 
a too heavy burden of taxation. Already there have been rumors 
in many kinds of business of small changes in practice and custom
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designed solely to avert the incidence of an almost infinitesimal 
tax. The great rush of mail immediately prior to the increase of 
postal rates on July 6th was merely a demonstration of the eager­
ness to save a few cents here and there. Many of the savings 
effected were of substantial magnitude, but we are speaking now 
of the man with fifty or a hundred letters rushing ahead out of all 
logical time to pay a two-cent rate instead of a three, a consequent 
saving of one or two dollars and an expenditure of a great deal of 
nervous energy and perhaps some extra office cost. There has 
been consideration of various ways by which the tax of two cents 
on each cheque could be avoided. It would not be astonishing 
to learn of firms employing office boys to run about and make 
cash payments of small items so as to avoid the tax of two cents 
on each cheque. This, if done, will serve to reduce the number of 
unemployed by increasing the number of office boys required, but 
it will scarcely effect a saving to the company or person adopting 
the system. Taxes are written into the laws of the land in order 
to meet the cost of carrying on, and it does not seem quite the 
part of patriotic citizenship to be endeavoring by hook and by 
crook to avoid the payment of even the least item in the whole 
category. Of course it would be absurd to argue that every man 
should pay as much tax as he can possibly find a way of paying, 
but that is widely different from the movement, which now seems 
to be afoot, to think of ways by which a cent can be kept from 
the treasury of the country.
Cheque Tax a Simple 
Matter
Incidentally it may be mentioned that 
this tax upon cheques seems to be one 
of the fairest that can possibly be de­
vised. In practically all foreign countries it has been employed 
for years, and there is no difficulty at all in the paying or in the 
collection of it. There has been so much talk here of the troubles 
and complexities which will accompany a cheque tax that the 
truth seems to have been obscured. We might take a leaf out of 
the book of almost any other country in which modern banking 
is practised and make a regulation under the law providing that 
no cheque shall be a valid instrument unless it bear a two cent 
stamp. Or we could adopt the practice of buying our cheque 
books in which each cheque would be sealed or embossed with the 
amount of the tax. For each cheque sold the bank would pay to 
the government the two cents which was collected from the maker
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of the cheque. Instead of that, it seems to be ordained that at the 
outset we shall go through all the cumbersome and inconvenient 
ceremony of a deduction from the bank account at the end of each 
month or some other period, and it will mean extra bookkeeping 
for the banker and extra bother for the depositor. It almost 
seems as if it were the present intention to make the collection of a 
cheque tax so onerous that there would be a general outcry against 
it, while as a matter of fact the thing can be done painlessly and 
almost without cost above the amount of the tax. We might 
even go further and adopt the foreign plan of requiring that every 
receipt for payment must bear a certain amount in revenue 
stamps of the country in order to be a valid proof of payment. 
Every traveler is familiar with the elaborate array of stamps which 
ornaments every receipt given him in practically every foreign 
country. The cheque tax, however, is far simpler than that, and 
there is no reason why it should not be thoroughly effective and 
become a permanent part of our taxing system.
The government is or, perhaps it would 
be more accurate to say, is supposed to 
be a part of the property of every citi­
zen. Most of us who are not entirely converted to the theory 
that anarchy is practicable believe that by the administration of 
government our lives are made safer, our happiness greater and 
the things we have are protected better than would be possible if 
there were no government at all. The recent demonstration of 
the ineffectiveness of the American system of government has 
no real bearing upon the question. The fact that the govern­
ment is not all that it should be may be regarded merely as an 
indication that good government is a thing to be desired. Now, 
no government can carry on without abundant resources, not only 
of finance but of public support, and if the whole people of the 
country is to devote its energies during these idle days to 
devising methods to avoid paying what should be paid we as a 
nation shall be guilty of a most insane and false economy. It 
would be far better for every man and every woman to continue 
to do the things which he or she has been doing and to pay the tax 
which those things involve. It was in expectation that most of 
the people would continue to render themselves liable to these 
new taxes that the congress enacted the new scheme of taxation. 
One of the things that made these taxes necessary was the decline
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in revenue from income taxation which fell far short of the esti­
mate made at the time when the preceding law was written. 
That was nobody’s fault in particular. Incomes simply ceased 
to exist or were so depleted that their contribution to the treasury 
was inconsiderable. Congress was then compelled to find other 
avenues by which to reach the pocketbook of the public; and so, 
many common and necessary acts and things were made subject 
to minute taxes which in the aggregate are expected to produce 
the required amount; but they will not do so if there be a general 
effort by the people of the country to avoid the payment of a 
cent here or ten cents there.
As an illustration of the extremes to 
which some people are ready to go, it is 
interesting to record the experience of 
a township committee which under the state law was entitled 
to levy a personal property tax. An article of personal property, 
perhaps an automobile or a vehicle of some sort, was in storage 
in this township, and when the assessor went to investigate he 
discovered that it was owned by a person residing outside the 
state. An assessment was made and a bill for one dollar 
was sent to the owner of the property. Upon receipt of the bill 
the owner rose up in righteous wrath and stoutly vowed that 
never would he submit to so outrageous an encroachment upon 
his constitutional privileges. (The phrase was impressive even 
though its meaning was not quite clear.) He decided that he 
would not pay the tax and consulted counsel. It is gratifying to 
be able to report further that the advice of counsel was to pay the 
tax, and the cost of counsel was enough to pay the tax for 35 
consecutive years or if invested at three per cent simple interest 
per annum would have provided income sufficient to pay the tax 
forever. That is not a fairy story, and it points an excellent 
moral. Many of our taxes are sadly squandered by those who 
have the spending of the money, and it would be possible to reduce 
the cost of administration of our federal, state, county and munici­
pal governments perhaps by 80 per cent.—without loss of effi­
ciency, such as it is. But the way to mend is not by avoidance 
or evasion. The way is before each one of us and we all know 
what it is. If we send incompetent men to congress, to state 
legislatures or to town councils we get exactly what we deserve. 
When these men impose taxes to meet their extravagances we are 
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still getting what we deserve, and all we can do at the moment is 
to pay the tax and then firmly and unitedly resolve that there 
shall be no more extravagance, elect careful men and thereafter 
reduce the weight of taxation.
We Might Rejoice in 
Tribulation
Probably the American people will pay 
their tax bills fairly well. They will be 
much perturbed and they will wail 
about the injustice and the heaviness of it all, but most of them
will pay; and so, after a time, we shall reach shore out of the
stormy sea. But we might do it very much quicker if we would 
only display a little more enthusiasm for salvation. Someone 
said the other day that the Americans are bearing their burdens 
stoically. There is no general unrest. There are practically no 
strikes—as indeed there could hardly be when there is no work. 
There is no breathing out threatenings and slaughter against the 
government. We simply endure and hope for fair weather. 
But there is another way which might be better yet, and it seems 
that the British in this are showing us how to fare. It has been 
the admiration of the whole world that in spite of its terrible 
burden Britain seems to be getting her head above the waves, 
and this is attributed by many careful thinkers to the fervor of the 
people. They seem, most of them, to be imbued with a real desire 
to pay and be done with it. “Let us get rid of the damned bug­
bear and then go on.” They are going down into the depths of 
their pocketbooks and paying taxes far greater than we have ever 
paid in this country, and they are doing it with what seems like 
eagerness in that same spirit of getting done with it. If Ameri­
cans would adopt the same patriotic sentiment and each one of 
them do everything possible to make and maintain a balance in 
finance it would help us enormously out of the storm. We have 
not so far to go, when all is said and done. There have been 
worse seas and heavier winds and there must come an end some 
day. It would be very helpful if we could all swim with a smile 
on our lips. It might even bring us closer to a foothold and so to 
the beach of the better country.
Audit of Government 
by Government
Accountants in one of the states in the 
middle west have been concerned about 
a proposal to create by legislation an 
auditing bureau to be attached to the department of education 
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for the purpose of auditing educational institutions, such as 
school boards, throughout the state. The accountants feel that 
the establishment of a bureau of this kind would not be productive 
of the results which were intended. Sooner or later such bureaus 
are apt to be carried into the realm of practical politics and the 
services which they render may become an utter farce. All 
independence will be out of the question after a little while. 
Instruction to an auditing bureau appointed by the government 
to audit the affairs of that government would be like asking a 
horse trader to pass final judgment upon the horse which he 
wished to sell. It has never been entirely satisfactory to entrust 
the investigation of governmental conditions to governmental 
agencies, and it would be particularly undesirable in such a case 
as that which is now under consideration. The whole value of 
audit is based upon the independent and unrelated status of the 
auditor.
Several correspondents have written 
drawing attention to a statement, saidCrackling of Thoms
to have appeared in an eastern newspaper, which reads as 
follows: “Another group of offenders is the accountants. An 
accountant is a bookkeeper with a vocabulary. An account­
ant can draw up a balance-sheet for an insolvent corporation and, 
to nine out of ten ordinary business men, the company will look 
healthy.” Our correspondents are wondering whether these 
words were written in a facetious or a fractious spirit. Of course 
it is distressing that anyone who is permitted to write for a news­
paper should display a lack of knowledge, but the truth of the 
matter is that such things have occurred. Even in our largest 
newspapers it is possible to discern at times a variation here and 
there from the absolute veracity of knowledge. Probably no one 
in the world except an accountant paid any special attention to 
the comment which we have quoted, but if anyone did happen to 
notice it he probably dismissed it as merely another instance of a 
grasping after humor. An accountant can draw up a balance- 
sheet which will deceive people, but that is not to say that he 
does draw up such a balance-sheet. He is called in to express an 
opinion about a balance-sheet because the public knows that his 
opinion is worth while. The correspondents who worry about 
a silly thing in print are unwise—almost as unwise as the man 
who wrote it, whoever he may be. If one believed everything in 
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the journal he would require a gymnastic mind, for in two columns 
side by side one may often find that some public person is both a 
saint and a devil—and that, we all know, is an impossible identity. 
It will not be necessary to go out with an ax and hunt the man who 
wrote the erroneous accusation against the accountant. He will 
be overtaken some day by the spirit of acquaintance with truth.
A young man writes to ask why the 
public library of his city does not contain 
any recent or authoritative works upon 
accountancy. We do not know why, 
but it seems probable that the cause is a lack of selective 
ability on the part of the library authorities. It does ap­
pear almost incredible that the public library of a city so 
important as that in which our correspondent dwells should 
have no department dealing with accountancy, and it may be 
that there is a mass of literature there which the correspondent 
has not discovered because of faulty catalogues or incompetence 
of the employees. On the other hand, there may be so severe a 
shortage of funds for the purchase of books that it has been 
thought necessary to leave accountancy out of the list. There 
are no suggestions which can be offered, except perhaps that 
those who are unable to obtain the reference books to which 
they are justly entitled should bring the matter to the attention 
of someone in high command, and then if no improvement took 
place it might be possible to organize a collective appeal which 
could not be disregarded by the buyers for the library. Every 
city, whether great or small, owes it to its population to provide 
text books for all the important professions, trades and industries. 
In most cases it has been found that where a lack occurs it is 
due to negligence, not to intentional disregard.
Professional men are proverbially gulli­
ble, and accountants seem to be no ex­
ception. Perhaps it is because the very 
nature of their work brings them in touch chiefly with legitimate 
and profitable undertakings that they seem almost naive in deal­
ing with shrewd schemers who are seeking something for nothing. 
New kinds of “rackets” designed to extort small sums of money 
from accountants have appeared recently; and they all seem able 
to obtain the financial support of a few reputable but innocent 
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members of the profession. Such projects take a variety of 
forms. It may be a school, with a unique and plausible method 
of instruction, which invites the practitioner to become a member 
of its advisory faculty, or board of governors or regional com­
mittee—with the prospect of much personal gain. If he accepts, 
he will doubtless be given an opportunity to make a small in­
vestment. At the best, his name may be used to influence pro­
spective investors or students. Accountants are asked to join 
some kind of an association, of a nature usually vague, whose 
principal purpose is to increase the clientele of its members. The 
object may be laudable—certainly the bait is tempting in times 
like these. A skilful salesman can paint a mental picture whose 
brightness may throw cold logic in the shadow. Occasionally the 
appeal is to sheer vanity. “On account of your standing in the 
community you have been selected to represent your city on the 
supreme council of the Parnassus Accounting Service Association, 
Inc. The objects of our association are to further the interests 
of ... , etc. etc.” A circular letter, from an unknown person, 
which commences in this vein almost certainly deserves no con­
sideration. Its proper destination is the waste-basket. The 
most pernicious practice is the unauthorized use of the names of 
well-known persons. The files of the American Institute of Ac­
countants show that fly-by-night entrepreneurs are daring enough 
to claim the patronage of prominent members of the profession, 
entirely without the right to do so. In some cases they go even 
so far as to publish in circular letters names of persons who have 
no knowledge of the organization. All this is not to say that every 
new project which circularizes accountants is necessarily a hoax. 
But any professional practitioner who is jealous of his reputation 
should make an exhaustive investigation before accepting any 
glittering invitations which arrive by mail. The more persuasive 
the proposal, the more suspicious ought he to be.
A subscriber has brought to attention 
a form of questionnaire sent out under 
the signature of the president of a com­
pany which is engaged in gathering information upon the credit 
of various enterprises. It was addressed to a firm of accountants 
and was headed “Accountants’ verification of the statement of 
financial condition of---------corporation.” The inquiry con­
tained twelve questions with various subdivisions and it was 
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evidently intended to elicit from the accountant a detailed descrip­
tion of what was done in the audit and what was the nature of the 
report rendered by the accountant. In the introductory para­
graphs we find the following statement:
“ The enclosed photographic copy of the financial statement dated . . . has 
been submitted by your client.
“Will you kindly assist us in completing our information on this concern by 
filling in your answers to the following questions and returning the form to this 
office. We will photograph this information exactly as it is received, and will 
send copies to members of the downtown and uptown credit groups and sub­
scribers of the . . . , interested in the affairs of your customer.
“We are sending this letter in duplicate so that you may retain one for your 
files as a record that you have sent this information to all those interested 
through the ...”
It will be noted that there is no attempt to obtain the consent 
of the client to the supplying of information. In other words, 
this concern wants to obtain directly from the accountant infor­
mation which the accountant can render properly only to the 
client. If the client desires to have the accountant supply infor­
mation to anyone it is for the client to make the request. It is 
alleged that this form is being used in many cases, and we desire 
to bring the matter to the attention of readers of this magazine 
and to urge them either to ignore all requests of this nature or to 
reply pointing out the impropriety of the question and the abso­
lute impossibility of replying in detail. The truth of the matter 
seems to be that some people are becoming more and more in­
clined to overlook the fact of professional relationship between 
the accountant and his client. The sooner such a tendency is 
checked the better it will be for all concerned.
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